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Executive Summary

The Defense Acquisition System, as documeiriddoDI 5000.02, mandates that programs
should not follow process models by rote. Ratstakeholders should tailgzrogram activities
and documentatioraccording to specific requirements, priorities, risks, and boundary
conditions. Adaptive acquisitiam provides an evolving set of broadly applicaatiaptive
engineeringandadaptive procurementtools and processes intended to help tairquisition
programs per the following approach

1 Specify all critical, lifecycle, missi@ystem, and process objectivds P @ &
requiraments, asmeasures of performance/effectiveness witlérecutable test cases.

1 Obtaincommitments by all stakeholders tbe tailored approactupfront.

1 Apply robust36 Validation and Verification (V&) select best existing capabilifye.
use mature, preferably COTS, technology for prototypingnchmarkthe state of the
art as an X% solutigand measure progress going forward.

1 Design systesiand plan system engineering teodularize connect anddeploybest
available existing capabilityDevelopand deployincremental improvements a
virtuouslifecycleprocess ApplyModular Open System Approaches (MO&%\)
appropriate.

T Tailor procurement vehicles fower barriers of entryincentivize broad competition
and teaming; reduce solicitation to award timelines

1 In cases whereontracting under the Feder&cquisition Regulationis too restrictive
I LILJXE & dhid KSNI ¢ NI(WASCEZBlE1ER ebtakdish bperic&nBokibini i
pre-vetted traditional and nortraditional competitorsand collaboratorsstreamline
cost accounting and competitive process; align intellectual property rights; make direct
award to transition developed capability production

T Streamlinestatutory ard regulatorybureaucratic compliance documentation to
concisely capture rationale for, plans for, and achievement of, the above.
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Motivationand Background
The Secretary of the Air Force established the Bending the Cost Curvei(Bia@i@3 to identify,

nurture, and broadly instantiate processes and practices to make weapon systems acquisition more
efficient and effective.The Assistant Secretary of the Air Force for Acquisition (SAF/AQ) established its
Office of Transformational Innovatianh ¢ L0 G2 ol Y2y 3 20KSNJ GKAY3I&0

confirmsthat program offices, in general, areluctant to departfrom one-sizefits-all approacheso
compiance with acquisition policy. That reluctance is in spiteaaferal Acquisition Regions (FAR),
Defense FAR (DFAR)DI 5000.02and recent Better Buying PowegrbrmanceBased Logistid$BL)
YR &{ K2 dzZ R polyyglidadca Thdguidafcécléatly explainthat programs should tailor
the standard aquisition models to Bgn with thedetails of their requirements in order to maximize
value returned per unit of time and money investddkewise, acquisition policy suggests applying

Modular Open System Approaches (MOSA) to enable business models that leverage the inherent

adaptability of plugand-play designsRecent Congressional language reiterates and in some cases
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expands authority to innovate within the acquisition proceBsparticular recentNational Defense

Authorization Act (NDAAAnguage emphasizesuse of RdR t NRE 12 (@ LAYy IS wl LJAR CA St
¢ NI yal Ol A 2y a ¢ Howelér,iid policyiistops GHort dpravidingdetailed implementation
guidance.AccordinglyOTI is compiling eontinuously evolvingdaptive acquisitionframework to

providean evolving set of broadly applicable tools and processes intended to help program managers

and/or prime contractors, tdailor their programs.

Adaptive Acquisitiom a Nutshell

/ Requirements

Customer — ™~ Mission
Feedback B Utility
Field an /ipda.te 360tDegree Tech System
X+% ,‘ 4 cquirements Refresh P performance
Solution 36[.}5’ ‘ / 3‘59:
x_Engi[téerinJ Crowd Source Lifecycle Cost t qut§ l Certifiability

Invest to Close

Requirements gap _ . \”‘--—h"‘?/
f Find and Field Readiness | Speed to
‘ an X% Solution \ capability
Customer .
Feedbgck Training
\ Scenario 1 /
Scenario 2 ‘
b step 1

Step 2

Test Based Solicitation, //

. Award, and Incentives
“~Compressed - Pre-vetted Open Corisortium of
Tire-to-Award /7 Competitors &Collaborators
‘ T 360 )
Streamlined ‘ Prafureme_[.\‘t . N
Cost Accounting N / Streamlined Competition

Flexible P Rights Traditional & Nontraditional

Small & Large Defense Contractors
Companies

Figurel: Virtuous cycle of incremental contouws mprovement +full horizon of requirements, boundargraitions, and
solutions = 36Dadaptiveperspectiveon acquisition

The 360 View of Adapthility

Ly 3 S ydSphbilityeis thie kbility to effectively react to circumstances. In the context of

acquisiiona I Rl LJi I 0 Af Ad&é¢ YSIya G2 NBRdzOS NRa|l G2 Ozad:z
circumstancesln a sense, adaptability is the opposite of rigidity. Rigiditgontext with acquisition

processis associated with prescribed, long, linear, piecemeal, procegsthshierarchalmanagenent

structure;that emphasize bureaucratic compliance with palidyfollows that adaptive acquisition

would be characterized witkituationallydependent relatively shoriterative cycles, addressing

multiple opportwities and concerns in paralleljth relatively flat management structure; that

emphasize achieving diesd outcomes with minimally essential documentatioithus an adaptive

approach to acquisition should embrace the concepts of: 1) a virtB60scycle of iterative,
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continuous, improvement; and 2) simultaneous consadien of a 36(° view of many desirg outcomes,
stakehdders, and potential solutiong(See figurel.)

a! RI lakigaisdi@t G KSNB T2 NB Ay Of 4268 dequidinkass fofayoadkadzi O2 Y S
marketplace of solution providers as possilidlenchmarking obest existing capability; reaggly

adapting system design to take advantage of existing mature technology; and streamlining engineering,
programmatic, and procurement bureaucracy accordingly. Hence, adaptive acquisition begins with
specification of measurable and testable objectivesdll aspects of the targeted capability Relevant
aspects for improvement includsystem performance; lifecycle cost, tech refregble reliability, and
maintainability; training; certifiability for safety and environmental factors; acquisitiocgss efficiency

and effectiveness including spesatcapability, and capabilitper-cost. Given clearly specified

measures of performance and/or effectiveness for all these parametiees a 360 Statement of

Objectives and measures (38BO0}- adaptive acquisitiorapplies two perspectives to address them
adaptive engineeringandadaptive procurement

Adaptive Engineering

Adaptive engineeringembraces modularity and openness in the sense that it recognizes that building

systems by integrating existing, mature, and trusted components or subsystems is one very effective
approach to managing risk across system lifecycles. Adaptive acquisitaeadgnizes that robust

test-based Validation and Verification (V&V) is essential to managing risk regardless of the risk profile.
GxFfARFGA2YE YSIya O2yFANNIFGAZ2Y GKFG | OKAS@AY3 (K
achieving threshold Meases of Effectiveness (MoE) fibre 36 targeted program outcomes.
GSNAFAOIFIGAZ2YE YSIya O2yFANNIGAZ2Y GKFG ALISOAFASR

Thus, having identified60° objective threshold measures of performanaed effectivenessadaptive
engineering reqires specifying the test cases for all systetated parameters. The set of test cases are
used to specify a conceptual test bench that will provision an instance of théoegrd target
architecture together with test tools aligned with all objectivé3eveloping a prototype test bench is
often the first engineering taskThe program office should provision the test bench itself, or at

YAYAYdzY AGQa aLISOAFAOIFIGAZ2YAY & D2OSNYYSyYy(d CdzNYyAaA
then, taketheforr 2 F LINRP L2 &aSR LINRPO20eLIAyYy3 LINR2SOGa GKFG R
Obijectives for component, subsystem, or system technology and/or processes.

Ly GKAa aSyasS || aLINRG2GeLIS¢ A& aAYLIX & | pBsBraAdy VY2

technology or processes. Prototypes can be mature or developmental. Generally, adaptive acquisition
aims to identify and perform baseline validation and verification of candidate prototypes. The more
mature the prototype the bettec, lifecycle sipported COTS is the ideal case. Regardless, following initial
V&YV, prototype development aims to close the gap between existing capability and all threshold
requirements. This 360/&V (i.e. objective evaluation of process and system performance in context
with all lifecycle objectives for program outcomes) provides basis for tailoring Requirements Reviews
(RR) and Design Reviews (RR). Indeed, an RR or DR at any scope or levetyofakesithe form of
analysis of the results of associated objective V&V and need not include exhaustive and subjective pro
forma review of boilerplate topics. Exit criteria for RR or DR is simply tested achievement of threshold
criteria across the 360@iew of process and system MoP and MoE.
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Adaptive Procurement

Adaptive procuremenstarts by specifying requirements for procurement process efficiency and
effectiveness in measurable and testable terms such as-tavavard, lifecyclecostper-capability;

numbers and quality of traditional and ndraditional competitors; maturity and robustness of offered
solutions; etc. Adaptive acquisition then exercises the letter and spirit of regulatory and statutory policy
to tailor parameters such as cost accting, intellectual property (IP) agreements, scope of

competition, basis of source selection, compensation models, and associated bureaucratic compliance
as appropriate.

In cases where traditional FARsed contracting is not sufficiently flexible tchaeve tailoring

objectivesadaptive procuremenemploys new statutory authorities regarding rapid prototyping, rapid
FASERAY3IZT YR dza8S 2F GhGKSNI ¢NFyalOGA2yaéd F2NI t NP
Authority (OTA) for Prototyping Projectghich is not subject to the Federal Acquisition Regulations

(FAR), is particularly powerful. For example the program office can competitively awarded an
GdzYoNBttl ¢ he G2 |y 2LSy -adtigraDbiEndedontragids withiNI RA G A 2 y I
specfied funding ceiling and period of performance. The consortium manager accepts risk for vetting
members. Thus, consortium managers should beivelled from participating in the actual funded

project work, but they may be feprofit or not-for-profit firms or individuals. Virtually any firm willing

to sign a simple charter agreement may join quickly and easily. Membership in the consortium makes

the firm a qualified Defense contractor. The program office can exercise whatever reasonable approach

to cost accounting, IP, incentive model etc. it feels is appropriate to very quickly (weeks not months)

award funds to develop and/or demonstrate, and V&YV relevant prototypes of components, subsystems,
systems, and financial models. When prototypes achieitecateria, the program office may

immediately award a traditional contract or OT for production.

Seps of theAdaptive Acquisition Process

1. Establish 36Qpartnerships. Identifyhe broad stakeholder community, i.e. operatprocurement
authorities,industrial organizations, test and evaluation authorities, certification authorities, and legal
authorities critical to endo-end program success. ldentify resources required within each stakeholder
community. Establish agreéd@ A NJi dz2feedbadk Bdp heBdssato achieve process outcomes
described below.

2. Preparea 36 Statement of Objective€SOQ) Specify the parameters of all important project
lifecycle outcomesg operational performance, technical performance @rdperability, security, safety,
technical refresh, lifecycle cost, training, certifiability, etén measurable ways.

3. Specify36(° Measures of Performance/Effectiveness (MoP/E). Specify test cases that deliver MoP
and/or MoE including acceptablireshold valuesfor each of the important parameters.

4. Employ 360procurement vehicles. Plan and prepare procurement vehicles that: both encourage and
streamline broad competitioand teaming employ 360 SOO as basis of selection and incentives;
streamline cost accounting, and focus intellectual property agreements according to project priorities;
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and allow parallel and symbiotic execution of developmental, procurement, and sustainment funds. If
Federal Acquisition Regulations (FAR) preclude atyfo§ 4 S 206 2SO0 A PSax SYLX 2& ah
Authority to achieve greater flexibility.

5. Provisiona 36(° test bench. Design and develost resourceshat address all objectiveand make
them as automated, integrated, and broadly availabgerhaps virtually via cloud technologyto as
manypotential solution providers as possibleest bench must provision all existing architectural
boundary conditions and any other government furnished resourd@est bench/process should deliver
artifacts required for certificatioto the extent practicable

6. Benchmarkhe 36(° COTS baselindJse all available crowd sourcing channels to exgues860° SOO
and solicithe broadest possible communigOTS praders to demonstrate existing products and
services as prototype solutions for all or some of project objectives. Perforfrieddihg to down select
bestof-breed. Perform Validation and Verification (V&V) to benchngaakd as much as possible,
certify -- the specifiability of existing ofthe-shelf technology to satisfy 360bjectives.

7. Align 360 solution architecture with benchmarkegality. Use knowledge gferformance ofxisting
products and services to compose an optimum solution archite, or modify an existing solution

F NOKAGSOGdzZNB I a@fbreed OshabiiiSsTénats/cHMOSA &palyi

8. Tailorregulatory and statutory governandmm a 360° adaptive perspectiveDesignatehe 36(° SOO
I & {Tdllded Requirements Bamenté If it is possible to satisfy 36@equirements through
adaptive lifecycle tech refregbf an existing progrando so. Otherwise, document tlaelaptive
acquisition strategyAoA, cost analysifgistic support planningerformed in steps abovasexit/entry
criteria for all or part of the requireMaterial Solution Analysis (MSA) and Technology Maturation and
Risk Reduction (TMRRPocument the 360virtuous engineering cycle of incremental mature
technology prototype V&¥> deploy => incremeal improvement=> V&V => deploy as an adaptive
Systems Engineering PIEBEPaNd Test & Evaluation Master PIGBrEMPJor Adaptive Engineering and
Material Development (EMDPocument plans for use of 3rocurement vehicles, whether based on
FAR or OA, as the Acquisition PlaBrief Acquisition tategy Plan(ASPaccordingly, and obtain
Decisions & Findings (D&€)g. for use of OTAnd/or waivers as necessarySee figure: 2.)

9. Field X%f the ideal36( solutionimmediately.Compose a certifeimplementation of the solution
architecture from mature components. Execute procurement or sustainment funds necessary to field
the X% solution.

10. Perform 360 virtuous cyclerototype development to close gagrross the lifecycldPrecisely

definethe requirements gap between benchmarked existing capability and the next incremental
objective. Execute RDT&E funds to allow COTS solution providers to improve existing mature
prototypes (i.e. current versions of COTS offerings.) Assure that intellpcopeerty rights are

sufficient to achieve government objectives regarding use within the program element, and reuse across
program elements, across the lifecycles of interest.

11. lterate steps-10across36( of capability lifecycle.
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Adaptlve Ach|S|t|on |n DODI 5000 Context

These are all i
“prototypes.” The
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COTS), theless
time/effort required
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Technol
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FP Release

to get to production,
and less risk to
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Legend:
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It s not intended 1o re

Figure2: Adaptive aquisition is way to approach tailoring DoD 5000.02
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Adaptive Engineeringrocedureso Optimize Riskeward
The following steps aim to add implementation detail to #ragineering aspects of theonceptual
descriptionof Adaptive Acquisition provided above.

Adaptive Acquisition by Prototype

Requirements: emphasize outcomes, not
design, and trade space across lifecycle
TEMP: Leverage mature, well-documented,
prototypes to streamline testing
Risk Matrix:
* Streamlined process reduces risk to
schedule
* Mature prototype V&V reduces risk to
cost, technical performance, and
schedule
* OTA reduces risk of protest & risk of
vendor lock
SRR: Preliminary V&V of prototype provides
basis of source selection for OTA
prototyping awards
PDR: Robust V&V down selects viable
solutions
CDR= Integration test of mature prototype
(perhaps in lieu of LRIP): Exit criteria =
production decision criteria for direct
award of follow on production

1. Consider if and how to apply Modular Open System Approa@ie&SAYo enhance programmatic
lifecycleefficiency and effectiveness. (See Open System PraGlicdd

2. Use of MOSA notwithstanding, parse program into a portfolio of gnagipendent relatively short
duration, engineeringasksc typicallyaimed at evolving protofye technology and/or processes
and periodic integratiorevents, withclear, objective, exit criteria(See figure3.)

3. Specifitestable outcomebased threshold and objective requirementklentify associatedsk-

reward factors and management actioriiSee Appendix.A

4. Adjust these requirementand riskreward management plaiteratively and frequently. Address,

at minimum, the following topics.

4.1. Missioneffectiveness
4.2. System performance

4.3.

Lifecycle peed-to-capability (initiaknd tech refresh)

4.3.1Time to procurement award
4.3.2Incremental development cycle time
4.3.3Time to test
4.3.4Time to certify

4.4,
4.5.

Lifecycle ost-per-capability
Safetyflight worthiness, including certifiability

10
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http://www.transform.af.mil/Portals/18/documents/OSA/Open_System_Acquisition_Practical_Guide.pdf?ver=2016-06-03-122232-110

4.6. Enterprise interoperability
4.6.1Cyber scuity and certifiability
4.6.2Position Navigation and Time (PNT)
4.6.3Component reusability
4.6.4Information sharing
4.6.5Training

5. Create36Q test cassand weighting factorghat address all thebjectives specified per the above
Yecify thesetest cass and weighting factorasbasis ofivalue Adjusted 2 G I £ 9 @+ £ dzr G SR t |
(VATEPsource selectiomriteria.

6. ProvisionanyGovernment Furnished Information/Equipmei@FI/EXhat might serve aphysical or
virtualmodel$ A ®S ® Gdiisddriblagy &r pdScass abjectives.

7. Publish36( test case, together with summary of overall acquisition project parameters such as
budget, schedule, competitive considerations, fiskvard management strateggccess to GFI/E,
and any architectural constraints as broadly as possilble.notspecify particular engineering
solutions

8. Provision36( test cases Solicitall potential solution providers td/alidate and ¥rify (V&V)their
offered, mature, physical arirtual modelghat address all mission, technological, and process
objectives.

9. Apply V&V results to
9.1. Perform trades analysis and adjust requirements.

9.2. Specifythe requirementsgap betweertestedbest of breed off-the-shelf capability and
adjustedthreshold and objective requirements.
9.2.1Use this gap analissto specify developmental éxdriteria (e.g. M/S C) prior to award for
production.

10. Publish V&V outcomes as brogdis possibleAward funds to besbf-breed solution provider(s) to

10.1. If developmental exit criteria are not met, execute RDT&E as necessary to close a
specified increment of capability requirement gap, or
10.2. If developmental exit criteria are met, provision specified quantities of lifeeycle
supported capability.
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Structure of Prototype Project

Statement of Objectives (SOO) => Request for Prototype (RFP)

[ |

Requirement Statement Prototyping Activity Prototyping Outcome
[ | ( \

* Lifecycle military performance ) * Use Case « Validate * Test « Decision to
* Lifecycle tech performance * Meics * Mission threads manufacture

« Threshold + prototypeln ¢ Verify * Evaluation
* Lifecycle schedule performance resholas lieu of . Ceriificatibn » Decision to do
. . * SRR? .
+ Lifecycle cost performance * Objectives . poR? of design 'I;nozet _
- CDR? roto n

* Lifecycle maintenance + P3I - RP? ¥pine

performance « Trade space « Test Case
* Lifecycle training performance + Model

. . * Virtual
* Lifecycle cyber security 3

performance * Physical

. ; . * Process
* Lifecycle flight worthiness * Capability

performance «: Eimiiation

* Intellectual property
performance

Figure3: Each prototyping project manager should consider, at minimum, the elements portrayed in this diagram.

AdaptiveProcuremenProcedurego AlignCompetitionand hcentives

Competitive proceduresas mandated by the FAR, am&l G G Ay & 0 Soptimizechpatdidy ¢ = A ©S ¢
per-cost for the government through competition across the industrial basd b) assure hat

government funds are allocated equitably. Howewdfectiveness otompetitive proceduresinder the

FARbften suffers from burdensomserial, rgetitive, and subjective process#ésat tend totake a long

time, and preclude participation by potentiablution providers who are natilling to suffer what they

perceive as undue bureaucracidaptive acquisitiomims toattain best valuelower barriers of entry,

and decrease timelines by

Reducing redundant paperwork;

Parallelizing processes

Increasingransparency of budgets and schedules;

Catalyzing formation of open consortia of competitors and collaborators

Employing objectivaest case®f both technical performanceand lifecycle acquisition
processesas basis of due diligencselectionand awards.

The following steps aim to add implementation detail to the procurement aspects of the conceptual
description of Adaptive Acquisition provided above.

1. Achieve atreach transparencyand efficiencyhrough open programcentric,consortiaor sub
consortiab 9ELI yR (KS 02 yol&dyiea persistettlcommdaiyipNdditignkl & ¢
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and nontraditional contractors Referably, incorporateas a notfor-profit organizationwith low
barriers to entry

1.1. Leverage existing ndor-profit organizationsas appropriate. For examplexplore
FSFraAoAfAGe 2F SadGrofAaKAYy3d F g2NJAy3 3TN dzL)
¢CNF yal Ot A2 y@RAxonssmidS SY Sy i

1.2. Specify thathe purpose of progrartentric consortium is to facilitate governmeimdustry
collaborative engineering, and equitably facilitate competition and government investment
throughout the lifecycle of the program or project of interest.

1.2.1.Establish frequerty iterative feedback process tiscusgequirements, budgets,
schedulesand potential solutions; issue solicitations; and recsivggestions.

1.2.1.1. Consider use of consortivtgpe OTA, or executing some other contractual
relationship with the consortium, as mearsdompete and award parallel
engineering activitieacross program/project lifecycle

1.3. Employ36(° test cases as & of competitioninitial and incentive awards, and contract
language generally.
1.3.1Plan to attain Bestalue through Trade Gfvia VATEP(In some cases trade off analysis
may lead to conclusion that the best option is lowest cost, technically qualified option.)
1.3.2.Create concis860°a { (i I 1 SYSy (isf 2 B {ctmip@s&ddi thé régBirements and
test cases.Adjust the SOO continuously @achiterative programmatic event.
1.3.3Conductmarket surveyand trades analysis by publishing the S@@adly and is far in
advance of intended award as is practical. Intepondents to demonstrate existing
capability pettest case Adjust SOO perdsons learned.
1.3.4.Solicit proposals for parallengineering tasks.
1.3.4.1.  Specifyincentivebased funding ceiling for each task, exmdel similar toc / 2 & @
PlusFixed Fed/ 4 I NR K L yoOgBayit ((@ATE & ¢ not constrained by FAR models,
but may certainly leverage effective approaches.)
1.3.4.1.1. If an OTA is used in lieu of FAR contract, the fee structure might be
GFrAft2NBR 0S@2yR G(GeLAOIE Chnegadvea RSt a o 9o
numberin cases wherazendors agree teshareprojectcosts.d L y OSy G A @S & ¢
might be in the form of favorable intellectual property rightgher than a
monetary award
1.3.4.2.  Specify that V&V of existing capability wilve assole basis of botBest Value
(most likely VAEIFsource selection criterimnd negotiation of contractotdid.
69d3Idr (KS 02y i NI @pailNfeRcost mraler willicanStiRitet A FS 0@ O
0 KS 02y i N¥&® if thatEn@lel &ilk derstitute government due diligence.
1.3.4.2.1. If an OTA is uskin lieu of FAR contradhe Truth in Negotiations Act
(TINA may not apply.b SGSNI KSf Saasx ! {DQa +*3+ 2F LINP
0S &adzZFFAOASyGfe NAI2NRdza (2 adlyR | dzRA
and risk to project success.
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1.3.5Specify objective V&YV criteria, for anyail of the topics undeadaptive engineering
step 4that qualify for initial award or follovon incentives.
1.3.6Awardappropriately incentivizedontract or OTA for each parallel engineering tsslely
on basis of ¥V events.
1.3.6.1. UseSOO as basis of PWS
1.3.6.2.  Monitor contractor performaice as part and parcel periodic V&V eventand
make or withhold payment as appropriate

Further Detail

Appendices AC provide more detail. Appendix A provides background, step by step procedures, and
GSYLIX GSa F2NJ a2t AOAGAY3 FYR I gFNRAYI ahiKSNI ¢ NIy
in context with Defense systems, and therefogtimizerisk mitigation activitieso maximize return on

investment. Appendix C provides selected references to relevant adaptive acquisition policy together

with excerpts.
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document, and does not represent U.S. Government Policy.

Assistant Secretary of the Air Force for Acquisition
Office of Transformational Innovation

9 January, 2017

(Update 24 July, 2017)
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Official Guidance

tfSFrasS aSS GKS hF¥FFAOS 2F GKS {SONBiIGINR 2F 5S¥Syas
Projects of January 2017 (embedded at page 54) for offimialalso thorough and pragmatic, guidance

F2NJ FLILX AOFGAZ2Y 2F G20GKSNJ GNY¥yalOGAz2yaé¢ | dziK2NRGe@
Practical Guide aims to be entirely consistent with the official guidance, but also thoroughly informed by
extensive interaction with actual practitioners.

2 KId Aa GahUKSNJ ¢NXyalOuAzyae | dzuK2
'YRSNI ! { /2RS ¢AGES mn omn !'{/ HoTmM YR HOTMOOZI |
legally binding procurement agreement between government maidistry that is not governed by rules

F2N) aO2y iGN Olla¢eg LISNI GKS CSRSNIf ! OljdaaArdAirzy wS3dzA
ldziK2NRGe Ay NBO23aAyAlAz2Yy GKFGX Ay 2NRSNI (G2 | OKASO
the USGnust, from time to time, depart from prescriptive procurement boilerplate, which today is

represented by the FAR. For example FAR bureaucratic requirements regzodin§ccounting
StandardgCAS)Intellectual Property Righ($PR), an€Competitive Proedureamight be at odds with

government requirements to engage and incentivize si@dlitional partners, accelerate spedd-

capability, evaluate alternative business, mission, or engineering processes, etc. In those cases,

government officials are truetl to respect the intent of the underlying legislation that led to FAR

guidance, but are empowered to impose alternative methods to achieve that intent that are appropriate

to the specific risk, priority, and expertise profile of the project of interéiurteen federal agencies

have OTA. The first to receive it was NASA in 1958. Congress granted the authority for early phase

research to DARPA in 1989, and extended it to all of DoD and expanded the scope to include prototyping
projects in 1994. Congredas steadily expanded the scope of the statue over the years. See excerpts

below:

10 USC 2374 Research projects: transactions other than contracts and grants

aX ¢KS { D& iand the Serdtary of each military department may enter

Ayid2 GNIyalrOilAizya 020KSNJ GKIFIy O2y iGN OGaz O022LIS
cooperative agreement containing a clause under subsection (d) or a transaction

authorized by subsection (a) mae used for a research project when the use of a

standard contract, grant, or cooperative agreement for such project is not feasible or

I LILINE LINR | SX ¢

10 USC 2371bAuthority of the Departrrent of Defense to Carry out Certain Prototype
Projects
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https://www.law.cornell.edu/uscode/text/10/2371
https://www.law.cornell.edu/uscode/text/10/2371b

G XSecretary of Defensmay, X carry out prototype projects that are directly relevant

to enhancing the mission effectiveness military personnel and the supporting
platforms, systems, components, or materials proposed to be acquired or developed by
the Department of Defense, or to improvement of platforms, systems, components, or
materials in use by the armed forcésfor a pototype projectX not in excess of
$250,000,000 upon a writtedetermination by the senior procurement executivé

(that) use of the authority of this section is essential to promoting the success of the
prototype projectX To the maximum extent practicaklcompetitive procedures shall

be used when entering into agreements to carry out projecfeototype project may
provide for the award of a followon production contract or transactiorX without the

use of competitive proceduresX if X competitive proedures were used for the
selectionX in the transaction; and the participants. successfully completed the
prototype projectX €

Note that the authority to enter into prototype project emphasizes relevance to mission. It does not

provide legal definition® & LINR (2 (& LIS dé LG R2Sa y20 AyvYLXe GKI G
new technology. Rather, the implication is that, consistent with common use of the term in the
SYaAYSSNAyYy3a O2YYdzyAdesz | GLINRG2(e tdblse pysicalardA Y LI & |
@A NI dzl £ @ LG OFy IRRNBaa (SOKyz2fz23& 2NJ LINRPOS&aod

or select prototype(s), or use prototype(s) to evaluate alternatives. Significantly, prototyping projects

might be used to perforrmarket research, material solution analysis, and trades studies. Prototyping

Ad ALISOAFAOIEtE AyOfdzZRSR Ay a¢SOKy2f23@ al (dzNI (A2
al ydzFl OGdzNAy 3 5S@St2LIVSyité LKIFIaASa 2F00a¢ RS 5SFSyas
prototyping project, i.e. operational evaluation of a mature prototype, might take the place of the

G AYAGSR wlkdGS LYAGAIE tNRRdzOGA2Yyé LKIFaSo

Use of OTA for prototyping projects with value less than $50M need not be justified in writingseFor u
of OTA for projects above that threshold, the Senior Acquisition Executive (SAE) must determine and
find (D&F) in writing that some aspect of the OTA approach is essential to the success of the project.
E.g. if greater speetb-capability, or outreacto norntypical vendors, is essential, and not likely to occur
through the traditional approach, the SAE might determine that OTA is essential.

Intent is that performers who competitively earn the right to deliver design models, have, upon
satisfactory vatlation and verification of the design model, earned the right to deliver production units
of the design, a priori, i.e. without further competition.

A summary of the applicability of OTA follows:
A GhiGKSNE YSIya a2iadKSNI ( Khesefore notsGbpesf io Rddédah Q 2 NJ W3 NI
Acquisition Regulations (FAR)

A Used when flexibility in procurement agreement is paramouetg. when application of FAR
parts is not feasible or appropriate to achieve legitimate government objectiespecially
regardng innovative objectives
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A OTA s flexible, for example:
A FAR Cost Accounting Standards need not apply
A FAR based competitive procedures need not apply
A FAR standards for intellectual property rights need not apply

A The US Government (USG) may executersstretion for a prototyping project with a single
performer or a team of performers.

A'{D Yire I+taz2 SESOdziS Iy adzyoNBftftlé G(GNIyalOlazy
project performers/

A Under 10 USC 2371, purpose is basic or applied, research

A Under10 USC 10 2371b, purpose is to conduct prototype projects, i.e. evaluation of design
models

A If an OT for prototype projects is awarded under competitive procedures, and the project is
successful, then the Government may make direct award for follow orfdDpsototype
projects, or for OTs or contracts for production.
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Why OT?

OTA may be applied to conduct basic and applied research, and to cqudtatlyping projectsThe

0 SNXY & LINE (2 (ineddg statute \but i§ getieralyIntedpreted to mean any virtual or physical

design model of a technology or process used to evaluate engineering solutions. Thus prototyping

projects may include studies, invention, modeling, simulations, purchases of emiafrsolutions, test,

and/or evaluation that aim to help evaluate engineering solutions, and execute associated

programmatic decisions. That prototyping activity might occur during any phase of the Defense

Acquisition System.

If an OT for a prototypproject is awarded under competitive procedures, and the project is successful,
then the government may make a direct award of a contract or transaction for falloproduction and
distribution without further competition. Under that authority, a projeaffice can efficiently manage
competition based on robustly demonstrated performance with respect to cost, schedule, and technical
parameters. Having achieved prototyping exit criteria, the government can directly transition the
developed, or demonstrad, capability, as either a COTS product, or a purbode military system.

The following requirements and strategies, for example, might justify use of OTA:

1 Conduct open ended basic and applied research with elite commercial and/or academic
partners

1 Gonduct Research, Development, Test & Evaluation (RDT&E), certification, and then transition
perishable technology to manufacturing and distribution before it is superseded by the next

generation

1 Crowdsource requirements to broad and unknown market of Vrative solution providers

9 Establish especially close governmardustry partnership with trusted firms

1 Equitably share developmental risk with industrial partners

1 Conduct adaptive, evolutionary S&T and RDT&E, i.e. each preceding discovery impacts
subseaient procurement approach

1 Evaluate alternative procurement governance models for potential incorporation into the FAR

1 Employ nortraditional incentive models, including with respect to IPR, not feasible under the
FAR, for any of the above, or any othagitanate purpose

Why an OT with an open consortium instead of a single industry partner?

The USG may execute an OT for prototyping projects with an open consortium. The purpose of this
arrangement is to establish a marketplace of performers who caciesfly and effectively compete

and collaborate to performid O2 LJS LINRP G20 @ LAYy 3 LINRP2SOGa gAGK TFdzyRA
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to all comers, thepurpose of which is to execute the requisite portfolio of prototyping projects. The

consortium is, by definition, the sum of its members. As a practical matter, OT consortia usually have
consortium managers empowered to enter into legally binding ageses) and to govern consortium

activity. Typically professional consortium managers create the requisite consortium, or adapt a

consortium that exists for another purpose, in response to USG solicitation. They might do that on their

own initiative, orati KS NBljdzSaid 2F LRGSYydAlrf O2ya2NlAidzy YSYoS$S
for prototype projects- with specified funding ceiling and period of performanttea consortium. The

USG may then efficiently solicit and award individual prototype project®nsortium members, using

streamlined competitive procedures agreed under terms of consortium membership.

The Army Contracting Command invented consortiype OTs and pioneered their use. Their many
8SIFNBQ SELISNASYOS @Sdmes:A Sa GKS F2ft2¢Ay3a 3IA22R 2 dzi

1 Low barriers to entry, simplified procedures, and clear incentives, indeed, attract innovative
non-traditional performers.

T / 2ya2NIAl LINPOGARS @SydzSa F2N) O2YLISGAGAZ2Y FY2y3
FYR 2LSyé AyiaSyiliizyaszr f2 YEAYGSylryOS F2N G4KS
and industry participants.

1 The same venue that provides for competitisrequally efficient for catalyzing partnerships
among members.

1 Solicitationto-award timelines are much shorter than typical under the FAR.

What are risks and mitigations?
Consider the following characterization of relative risks and rewards of proeamt via OTA vs.
traditional FAR approaches.

Risk Bureaucracy and rigidity of typical FB&sed contracting exacerbates the risk that programs will
not achieve cost, performance, and/or schedule targets.

Discussion Multiple watchdog report and polidpitiatives acknowledge that weapon system
acquisition is not sufficiently efficient or effective. The existence of this deficiency in the
current acquisition process proves that the status quo approach to managing procurement risk
is not adequate.

Mitigation: Use OTA to experiment with alternative procurement language to find best practices
for achieving cost, performance, and schedule targets associated with harvesting value from the
highly volatile commercial technology marketplace. As best pradiiceglentified, apply them

to develop new standard FARdsed contracting language.

Risk Flexibility of OTA will lead to abuse.

Risk Nonstandard procurement language used in OTAs will lead to binding agreements, e.g. re
intellectual property rightsthat are unfavorable to the government.

DiscussionThe following data points are relevant:
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I 10 USC 2371b is basis of OTA for Prototyping Projects for DoD. The O&0 Zalide
for Prototyping Projectexplains uses and constraints in context with OSizyol
Generally:

0 Senior Acquisition Executives (SAE) of DoD departments and agencies may
authorize OTs of $50$250M, and may delegate authorization authority for
OTs of less than $50M. The OSD SAE may authorize OTs for larger amounts.
Authorizationmust explain why use of OTA is essential to project objectives,
and be in writing.

o0 Typically, commercial partners must pay 1/3 development costs. That
requirement may be waived if the commercial team includes small business(es)
or nontraditional Deénse contractors. Notraditional Defense contractors are
defined as companies that have not entered into procurement agreements with
DoD wherein they were required to fully comply with FAR Cost Accounting
Standards (CAS) within the last twelve month @eri

0 ¢KS GSN)¥Y aLINRG20G281L)S¢ Aa y2i RSTAYSR o0&
GKAYy3 A& dzaSR> y20 6KIFIG Ad Aao Gt N2 G2
potential solutions. They may be physical or virtual, and may address
technology or processes.

0 By their nature prototyping projects fundamentally address Test and/or
Evaluation. Hence, normally use of RDT&E funds is appropriate. However,
according to the Financial Management Regulation, there are some exceptions.
See Appendix-C for detail.

o In addition to executing OTs with individual firms and teams, DoD departments
KI S SESOdziSR he¢a gAGK 2Ly O2yazNIAl o
to membership and dialog between government and industry are low. When an
G dzy o NBf f | &typ©@Tyisirgpdewittizystablished funding ceiling and
period of performance- transactions for individual projects may be solicited
and awarded very quickly. Thus, consortitype OTs can effectively establish a
marketplace around government requirenisn

o If an OT for prototyping has been established under competitive procedures,
FYR GKS LINRG2GeLAY3I LINRP2SOGU A& RSSYSR a:
a direct award of a traditional contract, or an OT, for production. Further
competition is notrequired.

1 ARand assessment of OTi#ca 2000, based on a sample of 21 of a total of 72 DoD
projects executed under OTA, concluded that rewards outweigh&d.righis is
LI NI A Odzft F NI @ G NHzS dzy RSNJ OSNI I Ay OANDdzvyaidl yc
2L Nl dzyAGe G2 o0SYSTFAUGU FTNRY Ayy20FGAOS 0 dzaA
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http://www.rand.org/content/dam/rand/pubs/documented_briefings/2005/DB375.pdf

1 2001GAOCongressional Testimony concludes that OTAs are effective tools for helping
DoD leverage commercial innovation, that DoD has taken important steps to provide
guidance for use of these tools, but that follaw training is essential. The report
describegmixed results against objectives, but makes no reference to suspected or
documented abuse.

1 A2006 GAQeport on DoD vulnerabilities to fraud waste and abuse, performed in
response to the Darleen Dyun scandal, cites interagency contractual agreements, and
IDIQ contracts as risky, but does not mention OTA.

1 A 2012Rand reporbf lessons learned from the Future Combat System (FCSgfailu
Yy20SR dadzAS 2F he¢! Ay GKS RSaAdy 02y OSLI LKL
documented that although rationale for use of OTA for later program phases was
guestionable, and Congress was concerned over potential for abuse, the choice of OTA
rather than FARbased contracts was not the central issue. (Note that no actual abuse
was documented.) The central issue was not effectively aligning fiscal incentives with
clear valuebased programmatic outcomes.

1 A 2012GAO reporof DHS use of OTA concludes that while DHS finds OTA to be an
important tool with enough flexibility to allow development of critical technology, DHS
metrics regarding OTA effectiveness, and audit methods in generahaequate. The
NBL2NI OAilSa 525Q&8 YSUNRO&A FyR ldzRAGA & |y
of 58 OTAs over eight years, the report explains risk of abuse, but does not mention any
issues associated with documented or suspected abuse.

1 AZ2016 GAQeport explains how OTA is employed by eleven different federal agencies.

T ' Hwnmo | NEBrac@én®entawieéd (WRSIZNY I+ £ adz33aSada dGKFG 3
Defense budgets, and reluctance of firms in the technology sectors to enter in FAR
based contracts, OTAs provide a viable alternative means for DoD to leverage industrial
innovation. The article explaingld basis and rationale for use of OTA, and provides
useful cautions.

1 Conversation with Denise Scott, RDEGERDEC Legal Office, (circa Feb 2017) indicates
that the consortiumtype OTAs she has overseen for ten years, in partnership with Army
Contractng Command (ACC), have been low maintenance from a legal perspective. In
particular, competing vendors have not protested a single award. Meanwhile, according
Kim Blancuzzi of the Army Weapon System IT Center, technical overseer of the ACC C5
Technologis OTA, typical award time is less than two months.
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http://www.gao.gov/assets/110/108920.pdf
http://www.gao.gov/products/GAO-06-838R
http://www.rand.org/pubs/monographs/MG1206.html
http://www.gao.gov/assets/600/590702.pdf
http://gao.gov/products/GAO-16-209
http://www.cov.com/files/Publication/752887e7-e7d0-4d21-a8fe-754f3358c72d/Presentation/PublicationAttachment/6f949cb9-95c8-4b3f-a8bd-7c8a9304acfb/Another_Option_in_Tightening_Budget_A_Primer_on_Department_of_Defense_Agreements.pdf

I The Air Force Research Laboratory, Rome NY, established the Open System Acquisition
Initiative OT with the System of System Consortium (SOSEC) mid FY16 with $100M
ceiling and 5 year period of performanc@&his is the first USAF consortitype OT.

' FGSNI £t Saa GGKFEy 2yS &SFNDR&E STFF2NI | LIWNREAYL

dozen or so projects, the consortium membership has grown continuously (now ~200
firms), and solicitation to award timeseameasured in weeks.

Mitigation: Clearly the risks associated with OTA flexibility are real. Further, lack of objectives
statistics regarding historical OTA effectiveness is troubling. However, lack of clear objective
statistics regarding FABasedcontracting effectiveness is equally troubling. To address these
issues, the following risk mitigating actions are appropriate.

1 Learn lessons by working closely with procurement professionals who have successfully
managed risks and harvested rewards &ssted with consortiurstype OTs.

1 Build a Systems Engineering Plan the breaks the project into relatively small parallel
STFTF2NL & a8 he! (G2 AaadsS avlrtft F20dzaSR
will occur fast and cheap when they occufurn secalled failures into lessons learned
for the next iteration.

1 Handpick a team of procurement professionals to manage the OT process. Provide
sufficient resources to allow them to succeed.

i Establish engaged oversight at the appropriate level,roemsurate with dollar value
and criticality of projects.

1 Define objective adaptive acquisition metrics for validating and verifying requirements
FYR GNIOlAYy3a LINR2SO0 02aiG3>x LISNF2NXYIyOS:
collect those metrics andopulate a risk/reward dashboard for review at all levels.
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Senior Acquisition Executive (SAE) OTA Decision and Finding (D&F)
Template (USAF)

Again, use of OTA for prototype projects with value between $50 and $250 million require written
justification by the appropriate service SAE. Projects with greater value require approval by OSD.
Consider the following template for written D&F.

SAF/R) Letterhead
MEMORANDUM FOR (Contracting Office that will Execute OT)

FROM: (For example) SAF/AQ
1060 Air Force Pentagon
Washington DC 20330

SUBJECT: Written Determination to Use an Other Transaction for Prototype Project Exceedirly $50,00
but not Exceeding $250,000 y Yy Y Y Y PP p PP PP pPPyypyé oblkYS 2F +SK

1. Pursuant to Section 845 of Public Law-168, as amended, | have determined that
(Organization requesting the D&F) may execute the (Name of
VehOf SO Fa | LINRG2GeLIS LINRP2SO0 dzaAy3a ahdKSNI ¢NIFyal

HO Yy eeyeQd O0hNBFYATFGA2Y Qa0 LINRBLIZASR F LILIN
represents a unique methodology for obtaining capabilities direefiguant to mission effectiveness of
military personnel and their supporting platforms, systems, components, and/or materials. Relevant
non-traditional and commercial organizations have expressed concern with cost accounting standards,
intellectual propertyrules, and audit requirements of Government contracting and therefore refrain

from participating in in traditional federal procurement opportunities. The Air Force is not able to take
sufficient advantage of the research and development conducted, andxisting products, services,

and processes offered by these organizations. This research and development, and these products and
services, would likely add significant benefit to weapon system development and sustainment. Further,
in some cases the teablogy involved is highly perishable, and traditional application of FAR process
would likely preclude its timely deployment. Judicious application of OTA for prototyping projects (OTP)
provides an effective means to alleviate these issues, and thereiiireatalyze significant

enhancement to warfighting capability.

3. The OTP negotiated as part of the (Name of Vehicle) acquisition shall be limited
to a total value of not more than (no more than $250M) (inclubomians).
Furthermore, norgovernmental awardees for projects will either include at least one nontraditional
Defense contractor, or small business, participating to a significant extent, or will contribute at least one
third of project costs.
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4. | ave found, as further provided in the attached background paper (explanation of the purpose and
rationale for the requested vehicle provided by requesting organization) that: (a) the

(Name of Vehicle) meets the requirements of S&&5i@)(2)(A)(i) and (ii) of

P.L. 103160, as amended; and (b) such authority is essential, in view of the need to attract non
traditional Defense contractors, and to achieve sufficient sp@edapability by promoting the success

of prototype projects; and (c) exceptional circumstances justify the use of OTA
to provide for innovative business arrangement or structures, notably use of a consortium, that would
not be feasible or appropriate under a contract. Therefore, | authorizeuioecof the

(Name of Vehicle) under OTA in accordance with Section 845(a)(2)(A) of P.L. 103

160, as amended.

Signature Block
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Consortia

The following guidance @erived from lessons learned by actual practitioners.

Prime Directives
1. Leverage the opportunity to innovate that exists because OTs need not comply with FAR.

2. Notwithstanding #1 above:
a. Do not reinvent existing contractual clauses, or sub clauses, that work just fine.

b. If you do use FAR methods and clauses, considwameng them to preclude invoking the
kind of legacy thinking you are trying to supersede.

3. Plan to adjust tens of agreements early and often as lessons are learned; broadcast those intentions
as widely as possible at every opportunity.

Humans tend to default to the familiar. Resist! As is the case in any engineering endeavor, the
appropriate first step for may OTArelated project is to clearly specify desired outcomes for both
governance processes and delivered capability. Next, determine how best to incentivize those
outcomes given factef-life boundary conditions. If an existing set of contractual clawsesub clauses

-- either in government or industrial boilerplateserve the purpose, rese those elements, but only
those elements. (Consider using different words to express the legacy elements!) If and where
adequate boiler plate procurement afdicts do not exist, invent new clauses with the intent of reusing
them in the future. Regardless, accept that whatever agreements you make will not be perfect. Plan
from the start to adjust downstream. Make sure OT clauses address the need for gonéamnde

industry to continuously evaluate progress, and adjust details of the agreement as necessary.

bl GdzNB 2F a¢NIFyalOdAaAzyaég Ay | [/ 2y az2NhAdzy !
There are essentially two kinds of transactions that occur between government and industry in an OT
O2ya2NIlAdzyYY 'y dadzYoNBfflé¢ GNIyalrOiAaz2y o0SGsSSy GKS
prototyping project transactions between the USG and actual performers. The umbrella transaction
establishes the terms of reference for the envisioned prototy@iatyvity. It will describe scope, ceiling,

and period of performance for the entire envisioned body of work. It will also specify the services to be
provided by the consortium governance authortyhich is typically a consortium manageand the

assaiated compensation. Usually compensation for the consortium manager does not occur until

funds are awarded for individual projects. In that case, executing the umbrella transaction does not

require transfer of funds. Alternatively, the umbrella trao8on could include delivery of a retainer fee

to the CM.
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Once an umbrella transaction is in place, transactions for individual projects may be executed. These
project transactions are legally binding procurement instruments between the USG and tia¢ act
performing firm. The consortium manager is not a party to these transactions, but will usually serve as
the broker. l.e. the USG sends money to the CM. The CM takes the appropriate fee for service per
terms of the umbrella transaction, and delivehe remaining funds to the performers per terms of the
project transaction.

| SAtAy3a FYyR {021 2F GhiKSNJI ¢NIXyalOlA2yacE
{ SNBAOS {SONBGIFINARSE KI@FS |ldzZikK2NRGe (2 SadroftAak a
between $50 and $250M. Regarg consortium type OTSs, these award values have typically been

interpreted as a cumulative ceiling for all prototype projects executed under the OTA across a specified

period of performance. Presumably, the Senior Acquisition Executive (SAE) will teéegiling when
circumstances dictate. It is also possible that the SAE might agree that the award limits apply to each

LINE 2SO0 SESOdzi SR dzy RSNJI-typ&EKQST. 6dzYo NBfft I ¢ 2F | 02y az2N.

Regardless, the scope of the OT will influence the amount anddfyfigcal activity that occurs, and how
quickly the cumulative award ceiling is reached. The scope will also influence how and whether the OTA
catalyzes acquisition across program lines, which may or may not be an objective. Thus, the scope will
influence the numbers and expertise of members of the contract office required to execute and monitor
OTAs.

Per all the above, specifying the scope of a consortium type OT is both important and potentially

difficult. Getting the right mix of manageable actiwatyd innovative outcomes will require some trial

and error. Consider options for provisioning flex and surge support by procurement experts for OTs, just
as for other omnibudype vehicles.

OT Consortium Source Selection Criteria
Government stakeholdershould design the target capabilities and demographics of both the
consortium members, and the consortium management structure.

Consortium members may represent different technology sectors, different sizes, and differing degrees
of familiarity with goernment procurement process. They may provide particular managerial,
engineering, and/or analytical capabilities.

The OT consortium itself is, by definition, the sum of its member. As such, the consortium, per se,
should be a noefor-profit organizatian that exists to equitably serve government and private interests in
performance of the USG mission at hand. However, OT consortia need not be formally incorporated as
not-for-profit companies. They need not be legally incorporated at all. HoweverT aoisortium, i.e.

the members of the consortium, should be bound by some governing charter that specifies alignment
with the intention and scope of the government requirements. ldeally the OT consortium membership
process presents low barriers to joiniog the one hand, but also provides a reasonable degree of

vetting to assure good standing in context with the consortium charter on the other.
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Theoretically, the members of an OT consortium could agree on some management process that does
not require a gle point of contact to act on behalf of all the members. It is much more likely that a
Consortium Manager will fill that role. Indeed, very often, professional consortium managers will
respond to USG solicitations by causing OT consortia to forheifirst place. Or, if a group of

companies wishes to respond to an OT solicitation, the group will likely seek the services of a
professional consortium manger to organize their bid.

Consortium Managers can be individuals, for profit corporations, offereprofit corporations. The

CM serves as an independent agent of the government, and will generally not be eligible to compete for
project awards. Some argue that retaining a 501.c.3fapprofit firm for this function reduces

potential for perceied conflict of interest.

/| aQad &aK2dz R RSY2yaidN}IGS FoAtAGe Ay Fd €£SIFad GKNBS
across its membership; 2) managing and documenting fiducial activities necessary to transfer funds from
government to consortiump 0 LINR @A &A2Yy Ay 3 @ fdzS FRRSR aSNBAOSa ¢
objectives. Examples of value added services include targeted recruiting of new members, facilitating
acquisition process innovation, performing/facilitating technical validation amifieegtion, capturing

evolving best practices and standards, managing events, performing training, etc. Government

stakeholders should consider how they want the CM to facilitate government objectives, and if and how

the CM might potentially augment gorremental activity.

I OO2NRAy3If&s GKS 3I20SNYYSyidQa {dlIaGSYSyd 2F hoaSoi
might address some or all of the following topics. The SOO should also specify objective measures
and/or subjective evaluation facterassociated with each topic.

f bdzZYoSNJ 2F YSY0SNA ¢ KighditiordSlarge,siNdll, Rofeigiddryektit > ¢ y 2y
1 Technology sectors represented by members
1 Relevant services represented by members, e.g. engineering, program management, analysis,
test & evaluation
1 CM financial expertise
1 CM technological/engineering expertise
1 CM acquisition expertise
1 CM training expertise
T t NA2NJ LISNF2NXIyOS o6& YSYOSNEQ FyR 2NJ/a NB3IINR
1 Method for firewalling consortium manager from actymbtotype project execution, e.g. use of

501.c.3.

/| 2y a2NIAdzy alylF3aISNEQ CSS { GNHzOG dzNB

The government will consider multiple potential fee structures in the management of this consortium. A
fixed fee per transaction is the most straightforward approatlowever, the benefits of alternative
structures might outweigh the value of simplicity. Ultimately, the government is seeking a fee structure
that helps minimize expense to the government while maximizing competition within the consortium.
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The governmenshould consider a range of transaction fee structures, as well as incarasesl
approaches that may encourage the CM to perform some or all of the szalded services discussed in
the previous section, for example expanding the bidding pool to an optionaber of participating
vendors (particularly nomraditional defense contractors).

Some examples of potential transaction fee structures include:

1. Fixed transaction fee (same fee regardless of price of projct)

2. Tiered transaction fees (fees vary foojects that fall within different price ranges) based on project
price, and/or services rendered by CM, adjusted to exclude hardware, material, and travél costs

3. Tiered transaction fees based on total project piize

4. Percentage of price up to a maxim@amount based on project price adjusted to exclude hardware,
materials, and travel costs

5. Percentage of project price up to a maximum $ amount

t NPLR2ASR AyOSyGA@S adGNHzOGdNBa O2dzZ R 0SS SgIfdad G§SR
explain how the proposed transaction fee approach incentivizes keeping the cost of individual efforts

down in order to create greater opportunity forrier transactions under the ceiling of the agreement.
Government could also consider how the transaction fee might further other government objectives.

For example the fee structure might incentivize higher quality competition during PlugTestinghsince

CM will be compensated based on the number of PlugTest participants that receive an award.

¢KS 3F2SNYYSyiQa SELISOGIGAZ2Y YAIKG 0S8 GKFG FTAESR
fixed fee per transaction than would occur without theémtive. Offerors who are interested in this
structure should define the cost differences between the two.

The government will consider alternate fee structures to the examples provided above. However,
offerors should indicate how these proposed fee stanes can be practically implemented and
minimize cost to the government and maximize competition for each transaction.

Intellectual Property
Following award of the agreement, the government will work with the Consortium Manager to establish
a set of Intdlectual Property templates that define varying degrees of government rights to products

The exclusion of hardware, materials, and travel from the fee calculation is intended to capture labor
costs as the main indicator of risk in a given project, which may lead to more challenging management
during performance of a given project. Projectstthansist in large part of material, hardware, and/or
travel are perceived to be less risky and require less potential for substantial involvement on the part of
the Consortium Manager

31
Chris Gunderson/SAF/AQ OTI/(0)#aE8-4177/(m)831224-5182/25July2017



acquired through the OT Consortium. Each government program that utilizes the OT Consortium will
select the appropriate template to meet its needs, with input from @ensortium Manager.
Government programs may choose to define Intellectual Property clauses separate from fihefiped
templates on a projegbyrproject basis, in consultation with the Consortium Manger.

Project Award Fee Structure

Significantly, OTAare not constrained by FAR fee structures, intellectual property models, or cost

accounting standards. Government stakeholders and CMs need not default to familiar FAR language.

Rather, they may first determine the most effective way to incentivizetahgeted outcome. Then align

the fee structure in a way that provides the appropriate incentive. If there is any new development

involved, likely the right fee structure should be some form of best effort or incewtiee-cost model.

Giventhe option2 NJ LINA OS aKIFNAy3a 6SG¢6SSy I20SNYYSyd yR Ay
YySALGAGS ydzYoSNI Ay GSN¥Ya 2F GKS AyRdzAGNRARFE O2y i N
lucrative intellectual property rights agreement. Most likely, fixed pmoeglels should only apply when

the project demands simple delivery of existing COTs products and services.
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Solicitation for Creation of an OT Consortium

Please consider the following notional example of an OT consortium solicitation as a potenfikteem
Notice Type: Solicitation

Added:

Title:

Synopsis:

XYZ Program Office (XR®)eleasing this notice to inform interested parties of, and seek

comments and questions concerning, a potential forthcoming award of a transaction for
SaldlofAaKAYy3d || O2yaz2NIlAdzy F2N) O2yRdzOGAY 3 LINR
¢ NI y & Quihdrity fraPéototyping Projects.

-th Ada SELIf2NAY3 2LA2ya NBIAFLNRAYI O02YLISGAGAD
eligible new or existing neor-profit consortium of large and small organizations representing
traditional and nortraditional Defense contractors, as well as academic institutions. Consortia

need not be formally incorporated, but they may be. The mission of the consortium must

include performing research, development, test and evaluation within prototyping projects that
addres XYZ and customer requirements for X systems.

-th Y& OK22a$S (42 g NR Iy dzYoNBtfl GNIXyal OdAa
(A2XS). XPO would make such an award to an eligible consortium internal governing body, or

its designated third partynanager. Consortium managers (CM) or governing bodies must have
means and legal authority to represent the interest of all the members of the organization,

organize their activities, and make binding agreements on their behalf.

I FGSNI S&G Yoot NNSAEKEALYET hiey goAda K | O2y a2 NI Adzy 2N A3
the USG would consider making solicitations and awarding funded transactions for an indefinite
number of prototyping projects within the scope and period of performance of the umbrella
transaction. Itis likely that the CM, if any, would receive a portion of these awards as a

service fee. However, the CM must remain independent of the internal competitive process,

and may not participate as a participant in the prototyping project saations per se. Any

alternative governance structure must explicitly explain how it avoids conflict of interest in the

internal competitive process.
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Scope and Objectives:

XPO has found that its legacy acquisition methods tend to be inflexible ang twveeaucratic,

leading too often to unsatisfactory efficiency and effectiveness with respect to cost, schedule,

and system and process performance. Therefore XPO aims to take advantage of the inherent

Tt SEAOATAGE | FF2NRSR yotdachiegelhk BINding ydnaefal dbjedive v & ¢

Procurement Objectives

1 Expose USAF requirements to, and lower barriers for, broad community of
traditional and nortraditional solution providers.

M Accelerate solicitation to award timeline.

1 Employ objective, teshased, Validation and Verification as basis of Analysis of
Alternatives (AoA), trades analysis, source selection, and performance monitoring.

1 Develop Intellectual Property Regimes (IPR) and Data Rights that incentivize
mutually bereficial governmenindustry partnership.

1 Transition successfully tested prototype applications as vesdpported offthe-
shelf products.

Management and Engineering Objectives

1 Provision continuous feedback loop with operational customers.

1 Establish prsistent, broadly accessible, test tools, and execute test cases to achieve
Validation and Verification (V&V) in support of: market analysis, AoA, trades,
development, operational transition, certification, and life cycle tech refresh as
parallel activites.

1 Minimize risk of technology perishability by executing rapid, iterative, evolutionary,
demonstrationrto-delivery cycles.

T / 2yGAydz2dzat e S@2t0S |y FLILINRLINARIFGSE & a2 LIS
government investment in both leveraging bestailable existing commercial
technology, and developing new technology in partnership with industry.
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The scope of A2XS prototyping projects might include any topic generally consistent with the
RDT&E of _(explain scope of intended prototype projecsiing on the side of broader rather
than restrictive . Generally government sponsors with use RDT&E appropriations for these
activities. However, use of procurement or O&M appropriations might be appropriate to pay
for prototyping projects for testig and evaluation of nedeveloped items, or Commercial Off
the-Shelf (COTS) items, under conditions explained in the Financial Management Regulations.

USG is considering applying the following authorities regarding options for award, which are
enumeratal in 10 USC 2371b:

1 $250M accumulative funding ceiling may be apportioned across a specified period of
performance.
1 Contractors receiving awards under A2XS will contribute one third cost share unless one
of the following applies
0 ! 6 NRSS Aa lAIGAONI2RA ONANYSa5STSyasS Oz2yil
consisting entirely of small businesses and-tr@aditional Defense contractors,
as defined in the statue.
0 ¢SIY NBOSAGAY3I GKS ¢l NRXI gKAOK YI& AyO
includes at leastwe nontraditional Defense contractor who will contribute
significantly to project objectives
1 USG may choose to make direct award for production, without further competition,
following prototype projects that successfully achieve defined exit criteria.

Source Selection:
USG seeks comments on, or alternatives to, the following notional source selection criteria:

1 Bidding consortia must be ndbr-profit organizations. They may or may not be
formally incorporated as such, e.g. per under 26 USC 501(c) 3

1 Bidding consortia must designate an individual or organization to serve as consortium
manager, or specify an alternative governance structure that represents the best
interest of the members at large, and may serve as an independent facilitator afpbut
participant in, competitions for prototyping projects.

1 Consortium managers, if any, must specify how they will work closely with the
government to help shape and broker prototyping projects, and represent the business
interests of the consortium memiss without conflict of interest. Consortium mangers
incorporated as nefor-profit for scientific purposes under 26 USC 501(c) 3 may cite
that status as evidence. However Hot-profit status is not a requirement.

1 Bidding consortia should exhibit tliellowing characteristics
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Low batrrier to entry, including low membership fees and concise membership
agreement that is intuitive to noiefense industry
Rapid membership vetting and processing
Members provide broad coverage:
A Of technical topics dhterest to XYZ community
A Of engineering, analysis, and management services
A Across traditional, notraditional, large, and small firms

1 Consortium Managers might provide evidence of ability to help assist government
objectives by, e.g.:

(0]

(0]
(0]

Performing fiduciey tasks associated with transferring funds from government
to members

Performing targeted recruiting of new members

Facilitating teaming among members

Providing services associated with domain technological expertise such as the
following

A Performing testig and other forms of validation and verification

A Capturing and documenting standards and best practices

A Performing cost capability analysis

A Performing training

A Facilitating technical exchange
Assisting USG and members to leverage acquisition flexidibiyed under 10
USC 2371b
Suggesting innovative fee structures designed to incentives achievement of
government objectives, e.g.

A Fixed transaction fee (same fee regardless of price of proct)

A Tiered transaction fees (fees vary for projects that falhimitdifferent
price ranges) based on project price, and/or services rendered, adjusted
to exclude hardware, material, and travel casts
Tiered transaction fees based on total project piize
Percentage of price up to a maximum $ amount based on projémt p
adjusted to exclude hardware, materials, and travel costs*
Percentage of project price up to a maximum $ amount

™ >

>

2 The exclusion of hardware, materials, and travel from the fee caionl& intended to

capture labor costs as the main indicator of risk in a given project, which may lead to more
challenging management during performance of a given project. Projects that consist in large
part of material, hardware, and/or travel are peiged to be less risky and require less

potential for substantial involvement on the part of the Consortium Manager.
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The Government anticipates responses to this announcement from interested parties, eligible
entities or groups of entities, to includedustry, academic, neprofit, and notfor-profit
organizations for research and developmenthe Government especially seeks feedback from
organizations that may be interested in being a consortium manager. An interested parties list
will be createdto include entities and groups of entities that would be considering performing
the role of soliciting, awarding, and managing prototype projects, as well as individual entities
that are interested in joining the resulting consortium. Responses can lidasen

Responses (email encouraged) should at a minimum, provide the following:

1. Name of consortium and consortium manager (if any) and website URLSs.

2. Telephone number andmail address for each POC, CAGE Code, and any other
pertinent infarmation

3. No more than (maybe 2500) wordieetiback about the draft USG
objectives and recommendgarocesses and practices, including explanation of how the
objectives would be addressed and outcomes measured and/or recommended
alternative ajproaches.

4. In no more than (maybe 1500) words, explain corporate
competencies and past performance with respect to USG objectives and source
selection criteria. Explain experience with regard to consortium management in context
with govenment and/or commercial applications.

5. Describe experience in XYZ programs and/or any experience with XYZ related technologies
and processes from current and historical sources across Government, industry, and academia;
experience contributing to th&XYZ domain; and experience promoting efficient and effective

XY Zrelated information sharing and collaboration.

Please submit all pages as a single (.doc or .pdf) file. Eliminate or minimize any proprietary
information. CLEARLY MARK all proprietarynmétion. Note that all submissions become
Government property and will not be returned.

The USG anticipates an ongoing dialog with potential bidders, and expects that dialog to
result in refinements to this solicitation. At any time during this procéise government may
choose to refer to the current version of this solicitation, and announce intentions to make
awards. If and when that occurs, offerors may announce that their prior submissions serve as
bids, or submit supplements or new proposals.
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All information is to be submitted at no cost or obligation to the Government. The U.S.
Government is not obligated to notify respondents of the results of this announcement. The
U.S. Government reserves the right to reject, in whole or in part, any praeettor input, as a
result of this announcement. If a formal solicitation is generated at a later date, a separate
solicitation notice will be published. Interested parties are responsible for adequately marking
proprietary or competition sensitive inforation contained in their response. No sensitive or
classified information will be discussed. Foretgmed, controlled, or influenced firms are
advised that security restrictions may apply that may preclude their participation in these
efforts.

Contractirg Office Address:
Primary Point of Contact:
Secondary Point of Contact:
Contract Specialist:

Notional Statement of Objectives (SOO) for Prototype Project
Transaction

Please considehe following notional example of a SOO for a prototype project as a potential template.

Statement of Objectives for XYZ Enterprise Open System (Phase 1) Prototyping Project

Appendices:

A. References

B.ABCFunctional Requirement Specifications

C. Enterprise Open System Requirement Specifications for Cloud Enabled Sa#a-&ervice and
Platformasa-Service.

D. Legacy Data Source Description and Network Topology

E. Government Furnished Equipment/Information

Bottom Line Up Front.

TheXYZProgram Office may choose to execédaptive Acquisitioprototyping prOJect(s) under

GhGKSNI ¢NFyalkOGA2yaéd ! dziK2NRAGE LISNI ! { /-éhdbled, HOT MO
Enterprise Open System. (Feeference ASuccessful prototyping projects may or may not lead to

direct award of transaction(s) or contract(s) for production. The first phase of the project is to provision

an authorized and accredited, cloudabled,ABCcapability ABAs some pilot service offered via the

new open system) Functional requirements for th&BCcapability are specified at Appendix Basks

for this XY Znterprise open system prototyping project might include:

1. Develop a govement reference architecture for a USG cloud enabled Enterprise Open System.
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https://www.academia.edu/31615812/Adaptive_Acquisition_AdAq

2.t NPQGAAAZ2Y | @ANIdzrf &d2aidSya AyadSaINI GA2Y 062N
instantiates R o
a !y SINIeé aLX dAaA3rofSe LINRG2GedskchiglieB A2y 27F
(GRA) Platforras-a-Service (PaaS) and Softwaga-Service (SaaS) infrastructure and
middleware
b. ABCSaaS functionality.
c. Virtual Open Standard Security Services (VOS3)
3. Prepare all Risk Management Framework (RMF) artifacts required to aghighorization and
Il OONBRAGEFGARZ2Y o0!'g! 0 (2 2LISNIGS GKS LINeRdG2GeLIS O
relevant operational and/or test networks)
These six tasks might be performed as either individual or combined tasks by one or more performers,
or teams of performers.

Enterprise Open System Prototyping Concept

Today the US Government generally, and DoD in particular, maintain an amalgam of gaujiose
networked information systems. (See notional depiction at figure: 1) The mission gifrogram

Office is to (explain relevancextfzmission to developing the target system.) The standalone,
redundant, structure of the legacy architecture sub optimizes opportunities for cross functional
operational and fiscal efficiencies. Accomgly, theXYZProgram Office aims to appidaptive
Acquisitionand Open System Acquisitiom iteratively andcontinuously evolva cloudenabled,
interoperable, enterprise system according to observed best practices from industry and government.
(See references-A )

As for any information system, the key to evolving effective operational interoperability will be
constructing @timal abstraction layers necessary to allow disparate-pudzess to efficiently find each
other, and conduct high value transactions. (See figured: Zhe key to evolving effective engineering
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Network

Hard Wired Infrastructure

Hard Wired 110 Hari!Wired'Ml" eWafé

Hard Wired | Hard' lr Functions

Legacy “closed” system.
’ Characterized by relatively
Hard Wired Data Source “hardwired” system
= components and information
product delivery.

Hard Wired Data Source

Hard Wired Data Source

Figure4: Notional depiction of legacy closed system.

interoperability willbe performing optimal functional decomposition and adapting the most applicable
open standards to allow plugnd-play of offthe-shelf components. The discipline of mapping critical
business workflows andhen optimizing them with appropriate evolutionary technology choices is often
OFff SR at NPRdzOG [AYS ! NOKAGSOGdzNBE ot[ !0 |yR
including, e.g., automobile, consumer electronics, and finance.
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First incremental delivery of “open system” via “one-off” adapter.

——— Network

Hard Wired Infrastructure

iMiddleware \

Hard Wired Infrastructure

ctions T e—
Hard Wired Middleware
Hard Wired | e : Output
Functions c i
1 /  Function )
Hard Wired Infrastructure D
Data Source
Hard Wired Data Source = —_—

Functions
|

ata Source

Hard Wired Data Source

Figure5Y CANEG AYyONBYSyilt RSt AGSNE 2 %2 BRLISYR IABDERSINKY ¢ -ofi128R
cloudready hardware device(s) to provide temporary infrastructure.

Ly GKAA aSyasS aSg2X 4R 2y IEILINBH ORX NS AL PSE@OPRBYFY 0O 4 Y
the enterprise of interest, e.g. USAF) will continue to operate the legacy system Xvatkeogram o
hFF¥FAOS SE deuSa I aSNASa 27 I-OIszAaAuAEt;é LINE 2SO
GINBSYFASt R 2Ly aeadasSvyo Ly 3ISYySNIfszx GKS Sg@g2f

S
re
S a

f dzii

Establish a target PLA aligned with ___ (name of enterprise) mission and business priorities.
Identify worthy components of legacy architecture that might adapt to omgerfaces.

Design and budget for iterative development of modular components and open interfaces per
PLA.

Compose multiple small procurements that require performer(s) to develop the requisite
interfaces fordplugging id new capability.

Development defied as RDT&E investment in prototyping projects that deliver interoperable
COTS/GOTS.

aTransitiorg is typically defined as negotiating license for improved;gpproved, COTS/GOTS.
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A ¢Sustainment is defined in terms of COTS/GOTS licenses that include ipre/sr lifecycle
tech refresh.

Continuing incremental

—
Output deliveries of open
iy @ @ U system modular

components gradually
@adds both new
functionality, and re-

hosts legacy
functionality.

Functions

Data as a Service

Figure6: Continuing gradual evolution. Some stovepipe functionality continues while other functionality becomes avail
the cloud. Note migration away from legacy data sources towarddsied data services.

One of the critical enterprise functionsA8Ccapability. (DescriaBCcapability in
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Figure7: USG enterprise product liaechitecture is mature. Enterprise is fully cloud enabled. Open system is characteri
continuous, coseffective, improvement and broad interoperability.

context with current state of the art and policy regiméSge references _ - )

Today the (name of legacy enterprise capability) is an amalgam of standalone systems, which
uKSyastogsa IINb | adzoasSu 2F I €FNBSN) INRdzLJ 2F aea
FYR Yyyypyod OayYYyYYPé RSAONAOS dveppesysteths)a LISNIF 2 N SR

4

u

The legacABCcapability (describe status quo and relevant background motivating
the prototype project to instantiatédABCSaasS.)

Consistent with the evolutionary process described abdProgram Office aims toefid and host
ABCSaas as the first evolutionary component of thd&enterprise open system.

Cyber Security as a Service

¢KS ! {DQa FyR 525Q& ail Gdza ljdz2 I LIWINBFOK (2 aSOdzNR
Accreditation (A&A), will simply nsupport the targeted open system efficiencies. Each rapidly

developed capability would be delayed at least many months and its cost increased by at least hundreds

of thousands of dollars, in order to accomplish A&A.
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